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IN THE MATTER OF ARIZONA PUBLIC DOCKET NO. E-01345A-01-0822

VARIANCE OF CERTAIN REQUIREMENTS
NOTICE OF FILING

OF A.A.C. R14-2-1606 REPLACEMENT PAGES TO

PROPOSED PURCHASE

POWER AGREEMENT

Arizona Public Service Company (“APS”) hereby submits as Attachment “A”
replacement pages to the proposed APS-Pinnacle West Capital Corporation Purchase
Power Agreement (“PPA”). The PPA was originally filed on October 18, 2001 in the

above-captioned docket.

RESPECTFULLY SUBMITTED this 21st day of November, 2001.

WILMER L.L.P.

s L. Mumaw
Jeftrey B. Guldner

Attorneys for Arizona Public
Service Company
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Original and 10 copies of the foregoing
filed this 21st day of November, 2001,
with:

Docket Control

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007

Copy of the foregoing mailed
this 21st day of November 2001, to:

Christopher C. Kempley, Esq.
Legal Division

Arizona Corporation Commission
1200 West Washington

Phoenix, AZ 85007
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“Dedicated Energy Products” means Energy and Capacity sold to APS from the
Dedicated Units and Dedicated Contracts.

“Dedicated Units’” means Palo Verde Units 1-3, West Phoenix Units 1-5, Steam Units 4
& 6 and CT1-2, Saguaro Steam Units 1&2 and CTs 1-3, Navajo Units 1-3, Four Corners Units 1-
5, Yucca CTs 1-4, Douglas CT, Cholla Units 1-3, Ocotillo Units 1-2 and CT1-2 and Redhawk
Units 1-2, from commissioning until such units are retired, as applicable.

“Dedicated Units Billing Energy”’ means the quantity of Energy billed to APS by
PWCC each calendar month under Section 3.2 of the Service Schedule. Unless revised as a
result of an applicable RTO requirement, Dedicated Units Billing Energy shall equal: (a) the sum
of net tie metering for all interconnections between APS’ control area and other control areas as
measured through telemetered data and adjusted for end-of-month system revenue metering as
agreed between the Parties, plus (b) all net metered generation interconnected with APS’ control
area as measured through telemetered data and adjusted for end-of-month system revenue
metering as agreed between the Parties, plus (c) losses on third parties’ transmission systems
associated with transmission used by APS to serve APS’ Full Load Requirements, less (d) retail
and wholesale loads served by other providers or supplied by PWCC to APS under separate
contract within APS’ control area, less (¢) Supplemental Energy Products, less (f) Replacement
Energy Products, less (g) Competitively-Bid Energy Products, less (h) Dedicated Contracts
Energy Products, less (i) those resources specifically excluded in the definition of APS’ Full
Load Requirements.

“Dedicated Units Energy Products’ means Energy and Capacity sold the APS from the
Dedicated Units.

“Defaulting Party” means a Party who itself or through its Credit Support Provider is
subject to an Event of Default.

“Delivery Point”” means a location or locations, as agreed-upon from time to time, at
which PWCC’s resources used to provide Energy Products to APS interconnect with: (a) APS’
transmission or distribution system; (b) the system of a future RTO in which APS’ retail load is
located; or (c) points of interconnection between such systems and adjoining systems.

“Demand” means the rate at which Energy is delivered.

“Direct Actual Damages” means the damages calculated under Section 7.2.

“Early Termination Date” means a date on which the Agreement is terminated that is
earlier than the date specified in Section 11.2 of the Agreement.

“Energy” means three-phase, sixty-hertz electric energy delivered at the nominal voltage
of the Delivery Point expressed in megawatt hours (MWh) or kilowatt hours (kWh).

“Energy Products” means Energy and Capacity.
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a Base Fuel Charge (“BFC”) for fuel and related costs
associated with the Dedicated Units Energy Products, as set
forth in Attachment 2 to this Service Schedule;

a Fuel and Purchased Power Adjustment (“FPPA”) for variable
costs, as set forth in Attachment 2 to this Service Schedule; and

transmission, losses, and Ancillary Services costs to the
Delivery Points as a pass-through charge to APS.

The Fuel and Purchased Power Adjustment can be positive or negative.

3.2.2 Pricing of Dedicated Units Energy Products.

3.2.2.1

3222

3223

3224

3225

Based on Section 3.2.1 above and Attachment 1 to this Service
Schedule, the initial Facilities Charges for Dedicated Units
Energy Products in the Pinnacle West Energy Contract shall be:

Facilities Charge
Year ($000/Month)
2002 $ 31,230 (excludes Palo Verde)

2003 $ 63,600
2004 $ 67,120

For Contract Years following 2004, the Facilities Charge in the
Pinnacle West Energy Contract shall be calculated as provided
in Attachment 1 to this Service Schedule.

The Base Fuel Charge in the Pinnacle West Energy Contract
shall be $0.0210 per kWh for 2002 and $0.0174 per kWh for
2003 and thereafter for the remaining term of this Agreement, as
provided in Attachment 2 to this Service Schedule.

Beginning March 1, 2003, a Fuel and Purchased Power
Adjustment to the Base Fuel Charge will be applied each month
to the billing for Dedicated Units Energy Products. The Fuel
and Purchased Power Adjustment in the Pinnacle West Energy
Contract shall be calculated annually prior to March of each
calendar year as provided in Attachment 2 to this Service
Schedule.

For billing purposes, the Base Fuel Charge and the Fuel and
Purchased Power Adjustment shall be applied to the Dedicated
Units Billing Energy.
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3.2.3 Minimum Availability of Dedicated Units.

3.2.3.1 Capacity. At a minimum, PWCC shall make Capacity from the
Dedicated Units available as follows: (a) for 2002, prior to the
transfer of Palo Verde Nuclear Generating Station Assets, the
lesser of 3440 MW at system peak or actual load at system
peak; and (b) for 2003 and later, after the transfer of Palo Verde
Nuclear Generating Station Assets, the lesser of 4720 MW at
system peak or actual load at system peak, subject to adjustment
as Dedicated Units are retired.

3.2.3.2 Energy. At aminimum, PWCC shall have available Energy
from the Dedicated Units in the amount of: (a) for 2002, prior to
the transfer of Palo Verde Nuclear Generating Station Assets,
15,370 GWh annually; and (b) for 2003 and later, after the
transfer of Palo Verde Nuclear Generating Station Assets,
21,090 GWh annually, subject to adjustment as Dedicated Units
are retired.

3.2.4 Dedicated Contracts Energy Products. Dedicated Contracts Energy
Products shall be priced at the actual cost incurred by PWCC under the
provisions of those contracts, including transmission, losses, and
Ancillary Services to the Delivery Point. In the event of a default on a
Dedicated Contract, PWCC shall obtain Replacement Energy Products
pursuant to Section 3.4 of this Service Schedule.

Supplemental Energy Products. If APS’ Full Load Requirements exceeds the
Energy Products provided under Sections 3.1 and 3.2, or if there are insufficient
qualified bidders to supply the required level of Competitively-Bid Energy
Products under Section 3.1 of this Service Schedule, then PWCC shall use
commercially-reasonable efforts to obtain the additional energy requirements in
the market. APS shall be responsible for any and all costs and expenses incurred
in the acquisition of any Supplemental Energy Requirements supplied including
PWCC’s administrative expenses incurred for procurement.

Replacement Energy Products. In the event of non-performance by parties that
are under contractual commitments, PWCC shall use commercially-reasonable
efforts to obtain Replacement Energy Products for the benefit of APS. PWCC
shall also obtain Replacement Energy Products when requested under Section
8.1(B) of the Agreement. APS shall be responsible for any and all costs incurred
for the acquisition of Replacement Energy Products including PWCC’s
administrative expenses incurred for procurement. In consultation with APS,
PWCC shall pursue all commercially legal remedies for defaults under contracts
entered into to
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